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Abstract
Valuation of landed property or real estate appraisal, is a process of establishing an opinion of value for an interest in landed property or real estate. It constitute an important element in the functioning of modern economies and of modern society. In the absence of continuously traded and securitized markets and the lack of success in developing transaction-based indices, it performs a vital function in the property market by acting as a surrogate for transaction prices. The difficulty involved at determining values arising from heterogeneous nature of real estate has been what easily gives some clients the opportunity at influencing the professional valuers with a view to getting the valuation estimates of their desire. The study examined empirically the mode of influence often being exerted on the professional estate surveyors and valuers in Metropolitan Lagos by the valuation clients. An exploratory cross-sectional survey research devoid of control; involving one-time observation of independent and non-manipulated variables. The target population consists of the practising estate surveyors and valuers in private practice in Metropolitan Lagos. Structured questionnaires were administered to 137 practising estate surveyors and valuers in the study area out of which 82 (60%) were retrieved. Data analysis was carried out with the aid of descriptive statistics. The study confirmed the existence of client influence in the conduct of valuation practise; tacitly or cunningly through supply of manipulated information or through coercive threats. In order to stem the tide of clients influence, vigorous education and enforcement of valuation standards by the regulators, vigorous peer review of valuation estimates emanating from the valuers and reformation of the valuation industry among others are recommended. 
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1.	Introduction
Valuation is defined as the process of estimating the value of a property based on all relevant facts known to the valuer but which may vary according to prevailing circumstances. It could also be described as the provision of a written opinion by a valuer concerning the capital/rental value on any given basis in respect of an interest in real asset, with or without associated information, assumptions or qualifications. Simply put, valuation is the prediction of the most likely selling price of any landed property.
The valuation profession in Nigeria just like most commonwealth countries is patterned after that of the United Kingdom and it is performed by the Estate Surveyors and Valuers who are trained in the art, science and practise of estate management to provide the entire range of real estate services, including valuation, property management, agency, property development, feasibility and appraisal of real estate  amongst others. Property valuation can be likened to both an art and science of estimating open market value or the prediction of the most likely selling price of interest in land. 
Market valuations of assets are required by investors for the purpose of investment and lending decision making as well as the measurement of historic performance. Valuation constitute an important element in the efficient functioning of modern economies and of modern society since in the absence of continuously traded and securitised markets and the lack of success in developing transaction-base indices, it performs a vital function in the property market by acting as a surrogate for transaction prices. Baum, Crosby, Galimore and McAllister (2000) affirmed that valuation is  central to interrelated processes of performance measurement, acquisition and disposal. Since 1960s, property valuations have been used to proxy the exchange price of property investments for performance measurement purposes. The use of valuations as proxy for exchange price of property investment has highlighted the differences between the operation of property and other investment markets where performance measurement is easily undertaken by reference to transactions such as securities where values may be imputed easily due to the existence of an active secondary market of identical assets unlike real property market where values are much more difficult to determine in the market as a result of its heterogeneous nature and the infrequent occurrence of transactions at prices that do not necessarily represent market values.
It is the difficulties involved in the determination of accurate or precise market value of real which create opportunities for third party as represented by trained estate surveyors and valuers with competitive advantages in the areas of information gathering, the interpretation of market data and valuation technology, and it is on the basis of such advantages that professional estate surveyors and val;uer are to offer commercial valuation services according to Amidu (2006).   
The difficulty involved at determining values arising from heterogeneous nature of real estate has been what easily gives some clients the opportunity at influencing the professional valuers with a view to getting the valuation estimates of their desire. The study examined empirically the mode of influence often being exerted on the professional estate surveyors and valuers in Metropolitan Lagos by the valuation clients.

2. Literature Review
Valuations are the output of services offered to clients on a contractual basis and it is frequently the case that this is done in order to obtain independent opinions of value for the consumption of third parties as lenders, buyers or shareholders. Prior to the exposure of client influence on valuations via researches, complaints about valuers undercutting fees to compete and allowing their clients, (especially those who provide them with a substantial number of assignments annually), to state their own values abound. Such allegations of client’s pressure have undermined the professional reputation of valuers. The absence of empirical clarifications, on the client influence in this part of the world has provided no concrete evidence as to justify such complaints, yet persistent allegations and complaints from investors and users of valuation reports (particularly banks and other financial institutions) tend to give credence to the fact that valuers unethically yield to clients’ pressures while carrying out valuation assignments. These complaints and allegations have succeeded in reinforcing the notion that valuers are not independent and often succumb to some form of pressure. The concern for investigation into client influence is necessitated by its effect on valuer independence and the credibility of reported values in the profession. Although valuers face obligations to provide independent and informed opinions of value, they are also interested in satisfying their clients in order to avoid conflict over fees and precipitated repeat business. As a result, clients and/or valuers are in many cases motivated to influence the outcome of a valuation to the potential detriment of other stakeholders. This may be done intentionally or unintentionally, implicitly or explicitly.       
The real estate literature shows that valuers and appraisers in many countries of the world are experiencing such problems. Amongst the earliest commentaries on this problem was that of James Graaskamp (cited in Fraser and Worzala, 1994). This study found that users (clients) of appraisals were the major culprits of the “demise” of the appraisal industry. He indicated that a lender can control valuers by ‘’shopping’’ to find valuers willing to provide the desired value, or threaten to withhold payment for valuation figures perceived too low for the valuation purpose desired by the client. The lender can also (as small valuation firms fear), threaten to cut off future business if a mortgage value is not high enough to make him qualify for a desired loan.
Kohli (1989) described various types of powers, which clients can wield against valuers. The first, “reward power” is “an individual’s ability to provide material and non-material rewards to other individuals”. Coercive power on the other hand is “an individual’s ability to provide material and non–material punishments to others” (Kohli, 1989).  Evidences of clients using such powers have been noted by several authors, particularly in the area of opinion shopping” where clients do not search for right answers, but the answers they wish to hear (Hendrickson and Espahbodi, 1991). Expert power is defined as “the extent to which others perceive an individual as being knowledgeable about relevant issues” (Kohli, 1989).  Expert power according to Levy et al (1999) arises as a result of clients’ knowledge of the valuation process and the property market within which a property is being valued. Information power is defined as “an individual’s access to and control of information” (Kohli, 1989). This potential source of influence is worthy of note in relation to the valuation process due to its heavy reliance on the flow of information from a client to a valuer. Commercial reality places the valuer in a vulnerable position whereby a client may choose to withhold certain information perceived as detrimental to the preferred outcome.
Another issue proposed as having the potential to increase client influence is the definition of values.  There has been criticism that current definitions are too restrictive resulting in valuers being asked to undertake impossible tasks.  More specifically, the commonly used definitions tend to limit values to one set of circumstances, whereas properties actually sell under different situations (Roberts and Roberts, 1991). Other external factors, such as market conditions in which the client / valuer interact may increase the likelihood of client pressure (Kinnard et al; 1997).  The implication of this is that a highly competitive valuation market may encourage a valuer to come up with valuation estimate that meet their clients’ desire in order to retain such clients.
Poneman (1992) conducted a study on levels of integrity of accounting firms, which may be of potential application to valuation firms. His findings suggest that accounting firms possess different ethical cultures. If this is also applicable to the valuation industry then it may be possible that different companies as well as individual valuers possess differing levels of integrity and ethical behaviour that may in turn affect their vulnerability to client pressure.
Rushmore (1993) reported the prevalence of opinion shopping in the valuation industry in which clients threaten to seek out and employ alternative valuers that are prepared to give them the reported value they require.  Kinnard et al (1997) also found evidence of clients seeking the views of various valuers until a favourable figure is found. There are several other threats or coercive / reward tactics cited in valuation and even auditing literature. These include the promise of more briefs, a decrease in the number of assignments, addition to an approved valuer’s list, threat of court action, refusal to pay the fee, monetary incentives and loss of a contract. Rushmore (1993) also examined the ethical issues involved in the performance of appraisal services for hotels. He pointed out that some lenders are more interested in inflated appraisals rather than unbiased, objective estimates. Pressures, which are exerted by clients on valuers, can sometimes be subtle and indirect, while they can be obvious and abusive occasionally. 
Fletcher and Diskin (1994) noted that clients and stakeholders enjoy an agency relationship in which conflicts of interest do arise as a result of an incongruence of objectives. Clients have economic incentives to influence valuations in order to maximize asset-based fees or loan-to-value ratios. This is however in conflict with the interest and desire of stakeholders for accurate and objective valuation estimates.
A study conducted by Smolen and Hambleton (1997) put forward a series of statements to appraiser respondents to establish their perceptions on the degree of client influence on valuation appraisals. The study found that majority (80%) of the sampled appraisers agreed that appraisers are sometimes under pressure by clients to adjust values.
 Martin (1997) reported similar results. He found that the first situation which comes to mind for most appraisers, when they speak of ethics and unethical conducts in property valuation, is where they (valuers), produce a value estimate that accommodates the desires of a specific individual client rather than one that is impartial, objective and independent.
A study by Smolen and Hambleton (1997) shows that the characteristics of the client – as well as the characteristics of the individual or organization providing the service, may also have impact on the amount and type of influence imposed on the service provider. The authors conclude that certain clients are more likely to apply pressure to valuers to influence their reported values. In particular they identify mortgage brokers as being the primary sources of client pressure, followed by commercial banks. 
Kinnard et al. (1997) found that valuers experienced significant pressure from mortgage brokers and bankers. Smolen and Hambleton (1997) equally found that larger companies enjoy an advantage over weaker competitors while Kinnard et al. (1997) found a direct relationship between client size and likelihood of valuers revising their reported values to suit the demand of their big clients. The valuers they surveyed, however, were not aware that the size of the client influenced their decisions.
In New Zealand, Levy and Schuck (1999) confirmed the widely held belief that valuations are indeed influenced by clients. Arising from in-depth interviews of practicing valuers in that country, they found that the primary factors influencing the degree of clients’ influence valuations are the type of client, the characteristics of valuers and valuation firms, the purpose of a valuation and the information endowments of clients and valuers. One important issue highlighted is the ethical dilemma faced by valuers as a result of relying on client as source of information, which could be bias through omission or commission. 
Levy and Schuck (1999) showed that there are several ways and means that a client may influence the reported value of a property within the commercial environment and such ways include: the ‘powers’ available to clients in relation to the terms and conditions of engagement, the payment of consideration, and the provision of information as is depicted in figure 1.

Figure 2.1: Valuation within the Commercial Environment
Source: Levy and Schuck (1999).
Levy et al (op. cit.) articulated the factors or characteristics that affect the degree to which client powers can affect valuations, as well as the extent.  These accordingly to fall into four main categories: the characteristics of the individual or organization providing the service; the characteristics of the client; external characteristics, including the regulatory framework, professional criteria and current market conditions; and the characteristics of the service to be provided. 
There is potentiality that a valuation practice earning a large sum of its revenue from single client may be tempted to “please” that client and by so doing succumb to client pressure (Smolen and Hampleton, 1997). This dependency may not be restricted to the firm as a whole, but may also exist in the case of an individual officer or partner (Miller, 1992). Within the auditing industry an audit firm providing management consultancy services to its client will be more likely to acquiesce to the clients wishes (Lindsay, 1989). This highlights the potential for client influence to exist in situation where a consultant carried out more than one task for a client. In addition, it was observed that the financial position of a client also have impact on the client’s ability to influence a valuation estimate.  He suggests that a client in good financial standing is seen as more likely to obtain its preferred outcome than a client in poor financial standing.
Graaskamp (1988) discusses factors external to the service provider / client relationship as influencing accuracy.  Such external characteristics include the regulatory framework, the definition of value and market conditions.  Issues relating to the effectiveness or otherwise of a regulatory framework have been discussed extensively by a number of authors not only in real estate discipline but even in the auditing practice.  Graaskamp (1988) for example argues for the introduction of Federal regulation in the valuation industry to exclude valuers susceptible to control by clients while Hendrickson and Espahbodi (1991) suggest that penalties currently imposed for violations of ethical practices in the auditing industry are not effective deterrents. This observation was due to the prevalence of the practice of “opinion shopping” by clients and its perceived detrimental effect on auditor independence and thus the credibility, role and status of the accounting profession.  Also, in the real estate practice, Kinnard et al (1997) also acknowledged the growing perception that commercial valuers have lost some of their independence and that additional regulations are required to deter client pressure and encourage valuer’s independence.
Market power may also serve to encourage clients to use threats to coerce a valuer to value a property for a desired figure.  This market / competitive pressure may be compounded by the practice of lenders limiting their approved valuers’ list thus placing pressure on valuers to acquiesce (Smollen and Hambleton, 1997). The characteristics of the client and services provided by them cannot be examined in isolation from the environment within which their relationship exists. Evidence suggests that working within the “real world” commercial environment may result in certain pressures that could impact on the client / service provider relationship.
There are a number of characteristics peculiar to an individual valuation assignment that may serve to affect the extent of client influence on a valuer.  An important characteristic of a good valuation is the range of values that can be legitimately defended by a valuer and this range of values is closely related to conditions in the property market and quantity/quality of comparable evidence available.
Another factor unique to the individual valuation capable of affecting the potential for client influence has to do with the level of valuation complexity.  Complex valuations often present more opportunities for changes than simple valuation (Rushmore, 1993). There are situations when a valuer may be reluctant to expose what may be considered as previous “mistakes” to their client.  Although in these circumstances the client may be unaware of the influence they are exerting, the valuer may be encouraged to adopt an earlier valuation result in anticipating of his clients’ reaction. Geltner (1993) in his work reported that a valuer “will typically be aware of the previous appraised value” and will prefer not to be placed in a position where they have to be asked to come and explain or justify a large variance in value, particularly if it is a negative one.
The amount of discretionary judgment required for each valuation may also affect the potential of client influence.  Many valuations involve a certain amount of subjective and / or discretionary judgment and this may be susceptible to suspicion from both the clients and interested stakeholders. Roberts and Roberts (1991) states that different values may exist for the same property if valued from different viewpoints or perspectives and such existence of these different figures may implicitly lead to client influence.  For instance, a valuer being instructed to carry out a valuation for a sale of a property may be encouraged to report a more optimistic or higher figure than for a property that is for purchase.
3.	Setting of The Study
Lagos State covers an area of about 3,577 square kilometers, representing 0.4% of Nigeria’s territorial landmass according to Esubiyi (1994). The State shares boundary in the North with Ogun State, West with the Republic of Benin, and stretches for over 180 kilometers North of the Guinea Coast of the Atlantic Ocean. Politically, Lagos State according to Ogunba (1997) had expanded as a result of rural-urban drift and had become a metropolis enclosing settlements such as Mushin, Oshodi, Ikeja, Agege, Shomolu and Bariga. The 2006 National census put the population of the State at 9,013,534. 
Lagos Metropolis has been chosen as the study area because it is the most important commercial city in Nigeria thus providing a sufficiently vibrant economic base and valuation activity which the researcher hopes to provide a vigorous and robust study base. Lagos metropolis, apart from being Nigeria’s former capital, is the largest metropolitan city in Africa. The metropolis is located within the coastal frontage of Lagos State and is bounded in the West, by the Republic of Benin, in the East by Ondo State and Atlantic Ocean in the South and in the North by Ogun State. The metropolis covers an approximate land area of 2,350 square kilometers spreading over four main islands of Lagos, Iddo, Ikoyi and Victoria islands. In the economic scene, Lagos metropolis has grown from a small farming and fishing settlement to become an important centre of commerce, finance and maritime in Nigeria, housing the headquarters of several banks, industries and commercial enterprises. 
The research study population comprise of estate surveyors and valuers practising in Lagos Metropolis which constitute over fifty (50) percent of estate surveyors and valuers according to the directory of the Nigerian Institution of Estate Surveyors and Valuers (2013). All the respondent estate surveyors and valuers are registered with Estate Surveyors and Valuation Registration Board of Nigeria which is the only body legally empowered to register and regulate estate surveying and valuation practices in the country. The study adopted five nuclei in the stratification of Lagos Metropolis. This is borne out of the fact that the study population is found aggregating in these economic nuclei where there is the expectation of very active property market necessitating request for valuation assignments. The study adopted an exploratory cross-sectional survey research devoid of control; involving one-time observation of independent and non-manipulated variables. Structured questionnaires were administered to 137 practising estate surveyors and valuers in the study area out of which 82 (60%) were retrieved. Data analysis was carried out with the aid of descriptive statistics.
4. Analysis and Discussion
4.1  Client Influence on the Valuation Process
There are many factors which might influence the valuers in the course of preparing their valuation and which might lead to variance where their effect is differential. The client might give inappropriate instructions or ask for a valuation to an inappropriate valuation base. Both of these should be pointed out to the client. Apart from this, there are different techniques exist to deal with the same circumstances and also that some variance on outcome can be scribed to this factor. The degree of variation in techniques actually occurring in practice is difficult to quantify thus the effect of this factor cannot be easily assessed. This applies to both the calculation of the final valuation and also to the analysis of transaction evidence used in coming up with the key valuation parameters. Tables 1 – 5, provide results of the analyses carried out on client influence on valuations as provided by the respondent estate surveyors and valuers in the questionnaires administered on them. The intention is to examine whether client influence on estate surveyors and valuers cuts across the board or based on isolated cases. The answer to the questions are to assist the public at large and most especially the valuation practice regulators determine the extent of client influence of clients’ influence on the professional valuers with the intention of influencing their valuation estimates. This is because unchecked client influence on valuers has the tendency of defeating the purpose of property valuation. The results of the responses of the respondent estate surveyors and valuers to questions on “influence” are contained the Table 1 below.

Table 1: Estate Surveyors and Valuers Experience of Client Influence.
Statements	 Yes 	No (%)
Clients sometimes influence valuers to alter   valuation estimates 	70(85%)	12(15%)
I believe that other Estate Surveying Firms have been influenced by Clients 	66(80%)	16(20%)
My own Estate Surveying Firm has been approached for valuation assistance by Clients 	60(73%)	22(27%)
                  Source: Author’s Field Survey and Analysis, 2013









4.2 Sources of Client Influence
Table 2 examines the different categories of client that engage in the art of influencing valuers’ estimates.
Table 2: Clients in the habit of Influencing Valuers’ Valuation Opinion
Statement	Yes 	No 
Private Individuals/companies attempting to influence values upwards (where the client is the seller or trying to take a loan) or attempting to influence values downwards (where the client is a purchaser) 	76(93%)	6(7%)
Commercial Banks, and Primary Mortgage Institutions trying to influence values downwards while Insurance companies try to influence values upwards to minimize risks	32(39%)	50(61%)
Government Institutions and agencies attempting to influence values upward (in the case of valuations for taxation) or influence values downward (in the case of compensation valuation)	15(18%)	67(81%)














Table 3 below examines the degree of client influence for different purposes of valuation.
Table 3: Frequency of Clients’ Influence for Various Valuation Purposes
Common Valuation Purposes	4	3	2	1	Total	RII	Ranking
Sale/Purchase	   6wf=24	   13wf=39	    48wf=96	    15wf=15	82(175)	2.12	2nd
Insurance	    4wf=16	    15wf=45	     29wf=58	    34wf=34	82(153)	1.87	6th
Mortgage	9wf=36	   31wf=93	33wf=66	  9wf=9	82(204)	2.45	1st
Accounting Purposes	    8wf=32	10wf=30	42wf=84	22wf=22	 82(168)	2.05	5th
Rating and Taxation	11wf=44	    15wf=45	29wf=58	27wf=27	82(174)	2.12	2nd
Compensation	12wf=48	12wf=36	28wf=56	30wf=30	82(170)	2.07	4th

The RII rankings in the above Table 3 showed that the valuation purpose for which client influence is most prominent is mortgage (RII = 2.45). This result is expected because most clients wish to influence mortgage valuations as this would in turn influence the amount of loan they can secure to purchase property and other investments. The second ranked valuation purpose is sale/purchase and rating/taxation each with RII scores of 2.12. This is again to be expected because purchasers would wish to influence the sale price downwards while sellers would want to influence valuations upward so as to secure maximum sale profit. Rating and taxation valuation is also subject to much influence because most clients would wish to influence values downwards so as to avoid payment of full tax.









Mortgage Institutions	     2wf=8	  11wf=33	   34wf=68	   35wf=35	82(144)	1.76	4th
Insurance Companies	1wf=4	3wf=9	36wf=72	42wf=42	82(127)	1.55	5th
Private Corporate Organizations	4wf=16	13wf=39	46wf=92	    19wf=19	82(166)	2.02	2nd
Government Agencies/Parastatals	5wf=20	9wf=27	    37wf=74	31wf=31	82(152)	1.85	3rd


Table 4 above showed that individual clients are the greatest influencers of valuation estimates (RII = 2.90). This is understandable as private individuals are expected to be more inclined to use personal influence on valuers than private corporate organizations or government agencies who have company integrity to take into account.  Private corporate organizations rank second (RII = 2.02). This result is also reasonable vis-à-vis the RII of government agencies (RII = 1.85) since private organizations are driven by the desire to make profit; they would like to minimize tax payments and secure higher loans.  Mortgage institutions and insurance companies rank 4th and 5th (RII = 1.76 and 1.55 respectively) probably because their need to influence valuations is not as profound as private individuals, and private corporate organizations.

4.3 Mode of Influence Adopted by Clients
Table 5 presents results on valuers’ perception of the mode of influence adopted by clients. The modes of influence, in this regard, were measured on Likert scales and the results are analyzed and ranked by means of relative importance indices. 
Table 5: Mode of Influence Often Adopted by Clients at Influencing Valuation Estimates
Mode of Influence	 4	 3	 2	1	RII	Rank
Removal of the firm’s name from approved valuers’ list 	8wf=32	17wf=51	26wf=52	31wf=31	2.02	5th
Reduction of the number of future Valuation assignments	5wf=82	19wf=57	36wf=72	22wf=22	2.84	2nd
Engaging other firms to do the job	13wf=52	26wf=28	23wf=36	20wf=20	1.78	9th
Refusal to pay the agreed professional fee	3wf=12	18wf=54	31wf=62	30wf=30	1.93	6th
Loss of future patronage	8wf=32	17wf=51	33wf=66	24wf=24	2.11	4th
Withholding of vital information 	6wf=24	12wf=36	32wf=64	24wf=24	1.80	7th
Emphasize only the positive attributes of the subject property of valuation	28wf=112	24wf=72	20wf=40	9wf=9	2.84	2nd
Withdrawal of supplied information 	6wf=24	10wf=30	12wf=24	54wf=54	1.61	10th
Manipulation of the supplied information	65wf=260	5wf=15	3wf=6	9wf=9	3.54	1st

The Table 5 above showed that clients resort to a variety of techniques to influence valuers ranging from suggestions on valuation inputs to outright threats. Manipulation of information supplied by clients was ranked 1st (RII = 3.54) by the respondent valuers amongst the various pieces of influence often adopted by clients in achieving their desire valuation estimates as shown in Table 5.17 above. This means that clients would usually quoting high or low rental or capital values to the valuer depending on whether they want to influence values up or down. The second ranked mode of influence involves emphasizing the positive aspects of the property (RII = 2.84) and threats of reduction in future valuation assignments (RII = 2.84). Other threats adopted by clients are loss of patronage (RII = 2.11), removal of the firm from the approved list of valuers (RII = 2.02) and refusal to pay fees (RII = 1.93). 
4.	Conclusion and Recommendation
The study examined empirically the mode of influence often exerted on the professional estate surveyors and valuers in Metropolitan Lagos by the valuation clients. The result of the analyses confirmed the existence of malpractices in the practice of valuation services by the estate surveyors and valuers perpetrated through the client influence. The practice has the tendency of eroding the estate surveyors and valuers’ objectivity in property valuation exercises in the country.    The study clearly revealed three major modes of client influence in the study area (reward, coercive and manipulation of information). To guide against negative effect of client influence on the valuation outcome, New Zealand the New Zealand Institute of Valuers (1996) in their Code of Ethics specified in Article 1.7b & c that:
“	A member must maintain the strictest independence and impartiality in the performance of his  professional duties. To this end no member shall: 
(i)	 allow the performance of his professional duties to be improperly influenced by the preferences of clients and others as to the result of their professional work 
(ii)	rely improperly on information supplied by clients or others in the performance of their professional duties”
In the same vein, the valuation industry regulatory authorities as represented by the Estate Surveyors and Valuers Registration Board of Nigeria should adopt the same approach at stem the ugly tide of client influence regarding valuation in Nigeria.
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